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First Draw Requirements for DES at Initial First Draw Requirements for DES at Initial 
ClosingClosing
• Form HUD-92448 – Filled out by Contractor for all 

work including pre-commitment or early start work
• Date for cutoff for such work set by Owner, 

Architect, and Contractor
• Usually DES project manager makes a site visit and 

meeting
• All costs such as A/E fees, consultants, and other 

pre-approved fees may be submitted by the 
Owner on Form HUD-92403

• DES Project Manager will review costs in his/her 
office and send approvals on to DFL in Rockville, 
MD

N.B. – DES is responsible for those costs as they appear on the 
left side of the approved Form HUD-92013 at initial closing 
and throughout the project
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HUD FormHUD Form--92448 (sample)92448 (sample)
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AIA Document G702AIA Document G702--Application and Application and 
Certificate for Payment (sample)Certificate for Payment (sample)
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Form HUDForm HUD--92403 (sample)92403 (sample)
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Servicer Servicer Responsibilities During Responsibilities During 
Construction PhaseConstruction Phase
• Attend monthly requisition meeting at Hospital 

with architect, construction manager and DES 
inspector to review work completed by the 
Construction Manager, as needed.  

• Review Construction Manager’s requisition (form 
FHA-2448) and attachments: 

Form AIA-G702 and AIA-G703 for CM and each 
subcontractor
Lien waivers for CM and each subcontractor
Invoices for all general condition items claimed by CM

**Important Note: Unlike HUD’s nursing home program, 
monthly construction requisitions are NOT based on the 
percentage of construction completion, but on actual costs of 
work completed during the month.  Subcontractor’s invoices 
must be included in each monthly requisition package.
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ServicerServicer Responsibilities During Responsibilities During 
Construction PhaseConstruction Phase
• Monitoring Capitalized Interest:  

Look for savings, get approval for use far 
enough in advance to fit in with contractor’s 
schedule.  Again, be sure use is in accordance 
with TEFRA notice.
Look for shortfalls and be sure Hospital knows 
they will have to make payments in excess of 
what’s available in the mortgage.
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OtherOther ServicerServicer ResponsibilitiesResponsibilities
• Determine that change orders are acceptable 

to Hospital, Architect and DES.
• Determine that there is a source of payment for 

all change orders.
• Ask HUD for approval for Line Item Transfers.
• Check the TEFRA notice before moving forward.  

The TEFRA Notice is the public notice issued on 
tax-exempt deals that discloses how the tax-
exempt funds will be used.
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HHS Loan & Construction BranchHHS Loan & Construction Branch

• The Loan & Construction Branch (LCB) within 
the Division of Facilities and Loans, HHS, is 
responsible for:

Maintaining Spread Sheets 
Advances/Draw Requests
Line Item Transfers
Cost Certification
Final Endorsement Recommendation
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Case InitiationCase Initiation

• Each new project is assigned to a LCB 
representative

• The assigned person will be your point of 
contact and will be processing all requests 
for your Hospital.
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Flow of an Advance/Draw RequestFlow of an Advance/Draw Request
• Hospital forwards invoices, etc. to Servicer.
• Servicer prepares Application for Insurance of 

Advance of Mortgage Proceeds, form HUD-92403 
and forwards Form 92403 w\backup to LCB & DES.

• DES reviews construction related expenses, sends 
initialed Form 92403, site visit report & approved 
Form 2448 to LCB.

• LCB staff updates spreadsheet to ensure that there 
are sufficient funds in each line item to cover 
requested amounts.
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Flow of an Advance/Draw RequestFlow of an Advance/Draw Request
• LCB reviews remaining expenses, initials expenses, 

sends letter to local HUD Office recommending 
approval with copy to Servicer. 

• If there are disallowances or corrections, LCB 
changes the  Form 92403 and changes are noted 
in the letter to HUD.

• HUD reviews requests, approves or modifies each 
line item, and then notifies Servicer and LCB.

• When approved advance is received back from 
HUD, the Servicer obtains evidence that title is 
clear and arranges funding with Mortgagee.

• Servicer ensures Capitalized Interest is funded in 
time to meet bond or mortgage obligations.
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Line Item Transfer RequestsLine Item Transfer Requests
• Changes Project Budget Due to Unforeseen 

Problems and/or Desires of the Hospital
• Changes to Project Budget Between Commitment 

and Initial Endorsement are not Line Item Transfers. 
• Mortgagee, DES (if construction related line items 

are involved), and AE Concurrence are required.
• Transfers can be accomplished only if known 

surpluses are available.
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Line Item Transfers Line Item Transfers –– Timing IssuesTiming Issues
• If BEFORE Substantial Completion:

Can be processed by DES/AE and LCB.

• If AFTER Substantial Completion:
Unused Monies Subject to Project Savings 
Covenant of Regulatory Agreement.
Unless deemed minimal, OIHCF Approval 
Required.
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Flow of Line Item Transfer RequestsFlow of Line Item Transfer Requests
• Hospital forwards request with proof of availability 

of funds and justification for transfer to Servicer.
• Servicer forwards request with statement that 

mortgagee concurs with request to LCB, DES (if 
applicable) & AE.

• DES (if applicable) and AE concur or reject the 
request.

• LCB confirms availability of monies. 



A
FTER

A
FTER

A
FTER -- - THE

THE
THE -- - DEA

L
DEA

L
DEA

L -- - ISIS IS -- - DO
N

E
DO

N
E

DO
N

E

www.www.fhafha..govgov/hospitals/hospitals

Line Item TransfersLine Item Transfers
• If BEFORE Substantial Completion:

LCB sends letter to local HUD Office 
recommending approval with copy to 
Servicer.

• If AFTER Substantial Completion:
OIHCF letter to local Hud Offfice
recommending approval with copy to 
Servicer.

• HUD approves/rejects the request and then 
notifies Servicer and LCB.

• Spreadsheets updated.
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Final EndorsementFinal Endorsement

• The conversion of the construction loan to a 
permanent loan.  Final advance of 
mortgage funds.  

• Does NOT correspond to commencement of 
amortization. 
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Documents Needed for Final Documents Needed for Final 
ClosingClosing
1. AIA Form G704 - Executed Copy of Certificate of 

Substantial Completion
2. AIA Form G706A - Certificate of Release of Liens
3. AIA Form G707 - Consent of Surety Company for 

Final Payment (Release of Liens)
4. AIA Form G702 - Architect’s & Contractor’s Final 

Certificate of Payment
5. Architect’s Letter Asserting Compliance with State 

DOH or Authority Having Jurisdiction
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Documents Needed for Final ClosingDocuments Needed for Final Closing
(cont.)(cont.)
6. CPA Final Cost Certification with Opinion Relating 

to Overall Costs
7. Certification that all change orders have been 

included in CPA final cost certification
8. HUD Form 92330 - Mortgagor’s Certificate of Final 

Costs
9. HUD Form 92330A - CM or Contractor’s Certificate 

of Final Costs
10. Certificate of Occupancy from local building 

authority including State Department of Health
11. DES Form 2-14
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AIA Document G702AIA Document G702--Application and Application and 
Certificate for Payment (sample)Certificate for Payment (sample)
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AIA Document G704AIA Document G704--Certificate of Certificate of 
Substantial Completion (sample)Substantial Completion (sample)
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AIA G706AAIA G706A--Contractor’s Application of Contractor’s Application of 
Release of Liens (sample)Release of Liens (sample)
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AIA G707AIA G707--Consent of Surety to Final Consent of Surety to Final 
Payment (sample)Payment (sample)
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Cost Certification & Final Cost Certification & Final 
Endorsement RecommendationEndorsement Recommendation
• Hospital must pick project cost cutoff date which is 

no later than 60 days from DES determination of 
substantial completion.

• Auditor completes cost certification after cutoff 
date.

• Servicer submits audit to LCB & Local HUD Office.
• LCB compares cost certification to spreadsheet.
• If significant differences, will there be a final draw?
• If potential mortgage reduction, confirm with 

Hospital & Mortgagee/Servicer.  
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Cost Certification & Final Cost Certification & Final 
Endorsement RecommendationEndorsement Recommendation
• LCB sends letter to local HUD office with final total 

project cost, line item amounts, size of mortgage 
and size of equity contribution. 

• Changes from original mortgage and equity 
amounts are noted.

• Usually one letter covers both cost certification 
and recommendation to proceed to final 
endorsement.

• Copies of the letter are provided to the Servicer, 
AE, OIHCF, and the Regional HUD OGC.
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Servicer Servicer Responsibilities During Final Responsibilities During Final 
EndorsementEndorsement
• Cost Certification by Mortgagor (Form 

HUD-92330) and Construction Manager 
(Form HUD-92330-A), with independent 
auditor’s report

• Contractor’s Documents – servicer should 
NOT allow final payment to contractor 
unless ALL of required documents for final 
endorsement are in-hand

• DES, DFL and HUD have lists of required 
documents for final endorsement
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Contact InformationContact Information
Division of Engineering Services, HHS

Emilio Pucillo 212-264-3600
Loans and Construction Branch, Division of 

Facilities and Loans, HHS
Peyton Kuhlthau 301-443-5192
Bill Banerjee 301-443-5696
Kendell Battle 301-443-9527
Jill Borten 301-443-6555

Mailing Address:
5600 Fishers Lane, Room 10C-16
Rockville, MD 20857
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QUESTIONS?QUESTIONS?
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